97-84040-17 

National  City  Bank  of 
New  Yorl<. 

Reprint  of  the 

October  1912  circular  of... 

[Pliiladelphia] 
[1912] 


MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  -  EXISTING  BIBLIOGRAPHIC  RECORD 


fox:  44 :  iik,tioiial  f bity  bank  of  Hew  York* 

*' Repriixt  of  the  Ootober  1912  olroular  of  the 
^■iioiiia  eiiy  bank  of  Haw  Tork*  [1912?] 
tl2  p«    23  OBU 


RESTRICTIONS  ON  USE:       RtpmducllonsmaynotbBnMila  lUpif  jWimifeston  from  Columbia  University  Libraries. 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE:  J5/r)/n 


REDUCTION  RATIO:  //'^ 


IMAGE  PLACEMENT:  lA  (  HA)  IB 


DATE  FILMED: 


INITIALS: 


TRACKING  # 


FILMED  BY  PRESERVf  TION  RESOURCES,  BETHLEHEM,  PA 


1 


Reprint  of  the  October  1912  Circular  of  the 
National  City  Bank  of  New  York 


« 


Scat  oat  with  the  CompUBMrti  ot  George  H.  Paioe.  PfaUadelphi. 


From  the  October,  1912,  Circular  of  the  National  City  Bank 

of  New  York. 


New  York,  October,  191^. 

Durinjf  the  month  past  there  has  been  much  discussion 
as  to  whether  the  Secretary  of  the  Treasury  will  undertake 
to  aid  money  conditions  incident  to  moving  crops.  The 
conjunction  of  three  important  factors  has  naturally  brought 
such  a  question  forward  with  prominence.  The  crops  arc 
large,  surpassing  all  previous  records ;  bank  reserves  in  the 
great  centers  are  rather  low;  and  last,  but  not  least,  the 
Treasury  has  the  money.  It  has  a  good  round  sum  locked 
up  and  withheld  from  public  use  and  could  spare  temporar- 
ily as  much  as  $50,000,000  without  impairing  its  ability  to 
meet  the  ordinary  requirements.  The  cash  balance  stands 
close  to  $85,000,000,  not  including  $24,000,000  subsidiary 
silver  coin. 

Tkeasury  Am  foe  Obot  Moving. 

Up  to  this  time  no  such  pressing  situation  has  developed 
as  would  urgently  require  the  customary  Treasury  aid.  It 
is  true  rates  for  money  have  advanced  as  the  demand  has 
increased,  but  rates  are  high  only  in  comparison  with 
recently  low  levels.  They  have  as  yet  not  been  higher  than 
those  frequently  reflected  when  business  is  normally  active. 

Before  the  crops  are  moved,  however,  the  situation 
may  change  to  such  an  extent  as  to  demand  the  release  of 
some  portion  of  the  large  surplus  of  cash  now  held  in  the 
Treasury.  As  pointed  out  in  the  August  number  of  this 
circular,  it  has  been  the  practice  of  the  Treasury  for  three- 
quarters  of  a  century  in  times  of  deficient  money  supply  to 
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use  any  surplus  the  Treasury  may  have  to  aid  in  moving 
crops.  Ordinarily  this  has  been  done  by  depositing  public 
funds  in  the  depositary  banks,  taking  as  security  therefor 
United  States  bonds.  When  the  supply  of  United  States 
bonds  has  not  been  sufficient  for  the  purpose  the  Secretary 
of  the  Treasury  has  resorted  to  other  securities,  such  as 
State,  municipal  and  railroad  bonds.  A  few  years  ago  there 
were  many  millions  of  securities  other  than  United  States 
bonds  held  by  the  Treasury  against  public  moneys  lodged 
with  the  banks.  With  the  exception  of  a  few  hundred 
thousand  State,  municipal  and  railroad  bonds  held  by  the 
Department  temporarily  against  District  of  Columbia  taxes, 
they  have  all  been  withdrawn. 

No  loss  has  ever  been  sustained  by  the  Treasury  by 
reason  of  the  character  of  the  securities  accepted  by  it  on 
account  of  pubjicdepo^its.  Whenever  the  Government  has 
departed  from  its  general  and  preferable  practice  of  requir- 
ing its  own  obligations  as  security  it  has  surrounded  the 
acceptance  of  other  securities  with  most  careful  safeguards 
and  has  required  ample  margins. 

Another  method  of  releasing  Treasury  surplus  funds 
has  been  to  anticipate  interest  on  the  public  debt.  This  form 
of  relief  has  never  been  appreciably  effective.  Conditions 
have  usually  been  too  acute  to  be  relieved  by  the  compara- 
tively small  sums  thus  set  free.  The  method  has  generally 
been  employed  in  the  past  in  conjunction  with  otiier  methods 
for  getting  money  out  of  the  Treasury. 

Another  means  of  disbursement  formerly  employed  to 
advantage  in  times  of  money  stress  was  to  purchase  or 
redeem  United  States  bonds.  This  was  a  favorite  method 
ten  and  twenty  years  ago  during  periods  of  extiraordinarily 
excessive  revenues.  It  served  the  double  purpose  of  reliev- 
ing stringency  and  of  reducing  the  public  debt  and  the 
interest  thereon.  Such  purchases  were  made  under  the 
authority  of  an  old  statute  requiring  the  Secretary  of  the 
Treasury  to  make  investments  for  the  sinking  fund  when 
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the  revenue  afforded  a  surplus.  The  act  was  a  dead  letter, 
however,  except  in  those  years  when  Treasury  accumula- 
tions were  closely  related  to  a  short  supply  of  money  avail- 
able during  the  crop  moving  season  or  diuing  periods  of 
unusual  business  activity. 

None  of  the  three  methods  mentioned  is  so  effective  as 
depositing  money  in  the  banks.  The  latter  are  immediately 
in  touch  with  the  demand  for  crop  moving  and  much  more 
closely  related  to  it  than  many  of  the  holders  of  Govern- 
ment bonds.  Besides  when  the  Treasury  purchases  bonds, 
it  parts  with  its  funds  altogether,  and  cannot  secure  their 
return  to  the  Treasury  as  is  done  by  withdrawing  public 
moneys  from  bank  depositaries. 

There  are  other  methods  of  relief  than  the  three 
already  given.  The  facilitation  of  gold  imports  is  one  of 
them.  This  is  done  by  making  temporary  deposits  of  public 
funds  with  banks  for  the  purpose  of  enabling  them  to  pur- 
chase foreign  bills  against  which  gold  must  be  shipped,  the 
banks  returning  the  deposits  to  the  Treasury  upon  the 
arrival  of  the  gold.  The  first  time  this  method  was 
employed  it  probably  ^aved  the  country  from  disaster.  It 
was  inaugurated  a  few  days  before  the  San  Francisco  dis- 
aster. The  gold  brought  into  the  country  at  that  time,  about 
$25,000,000,  was  sufficient  to  offset  the  depletion  of  re^rves 
in  the  centers  caused  by  withdrawals  on  the  part  of  Pacific 
Coast  and  interior  banks.  Again  it  was  most  effectively 
used  in  relieving  the  panic  of  1907. 

Still  another  Treasury  relief  measure  is  to  stimulate 
national  bank  circulation.  This  also  was  effectively  used 
to  allay  the  panic  of  1907.  To  assist  banks  in  taking  out 
additional  circulating  notes,  the  Secretary  of  the  Treasury 
permitted  depositary  banks  to  substitute  State,  municipal 
and  railroad  bonds  in  their  depositary  accounts,  thus  rel^Sr- 
ing  United  States  bonds  which  in  turn  could  be  used  to 
secure  national  bank  circulation  issued  by  the  depositary 
banks  or  by  other  national  banks  to  whom  the  United  States 
boaids  were  loaned. 


It  would  be  an  ideal  condition  if  the  Treasury  at  all 
times  could  be  maintained  without  its  becoming  a  factor  in 
the  money  market  situation.    S<>  long  as  a  large  part  of 
Government  receipts  is  paid  directly  into  the  Treasury, 
instead  of  into  the  banks,  it  will  be  impossible  to  reach  this 
ideal  condition.     For  many  years  all  Internal  Revenue 
receipts,  amounting  now  to  more  than  $300,000,000  a  year, 
have  been  collected  by  the  banks.  In  1907  Congress  passed 
an  act  providing  a  similar  method  of  collection  as  to  custom 
duties.    These  also  amount  to  more  than  $300,000,000  a 
year ;  but  this  act  has  never  been  availed  of  so  far  as  Sub- 
Treasury  cities  are  concerned.    Customs  receipts  are  now 
deposited  in  national  bank  depositaries  at  all  points  except 
Washington  and  the  nine  SubTreasury  cities  of  New  York, 
Philadelphia,  Boston,  Baltimore,  Cincinnati,  Chicago,  St. 
Louis,  New  Orleans  and  San  Francisco.   The  bulk  of  the 
customs,  or  roundly  $200,000,000  a  year,  is  collected  at 
ports  where  there  are  Treasury  offices  and  deposited  directly 
in  the  Sub-Treasuries.  If  all  customs  receipts  were  collected 
through  the  banks  and  Treasury  disbursements  made 
through  the  banks  as  well,  it  is  obvious  there  would  never 
confront  the  Treasury  such  a  problem  as  is  likely  to  be  pre- 
sented every  autumn.  It  is  believed  to  be  within  the  power 
of  the  Treasury  to  adopt  this  practice  without  further  legis- 
lation. 

By  the  Act  of  May  30,  1908,  known  as  the  Emergency 
Currency  Act,  which  was  born  of  the  currency  panic  of 
1907,  still  another  method  of  relief  was  provided.  For- 
tunately  it  has  never  been  called  into  use.  This  Act  per- 
mits the  organization  of  National  Currency  Associations 
made  up  of  geographical  groups  of  national  banks.  Any 
bank  belonging  to  such  an  association  may,  subject  to  cer- 
tain limitations,  obtain  additional  circulation  to  an  amount 
not  exceeding  seventy-five  per  cent,  of  the  cash  value  of  the 
securities  or  commercial  paper  deposited  with  the  associa- 
tion.  The  Secretary  of  the  Treasury  is  by  this  law  author- 
ized to  approve  such  an  issue  of  notes  if  in  his  judgment 
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business  conditions  in  the  locality  demand  additional  circu- 
lation. Furthermore,  irrespective  of  the  method  provided 
for  issuing  notes  through  the  National  Currency  Associa- 
tions, individual  banks  may  issue  additional  notes  against 
State  and  municipal  bonds  at  90  per  cent,  of  their  market 
value  up  to  par,  when  in  the  judgment  of  the  Secretary  of 
the  Treasury  business  conditions  in  the  locality  denumd 
additional  circulation. 

Since  the  passage  of  the  Emergency  Currency  Act,  the 
following  National  Currency  Associations  have  been  organ- 
ized and  approved : 


Name. 

1.  The  National  Currency  Associ- 

ation of  Washington,  D.  C. 

2.  The  National  Currency  Associ- 

ation of  the  City  of  New 
York. 


3.  The  National  Currency  Associ- 

ation of  the  City  of  Phila- 
delphia. 

4.  The  National  Currency  Associ- 

ation of  the  State  of  Louisi- 
ana. 

5-    The  National  Currency  Associ- 
ation of  the  City  of  Boston. 

6.  The  National  Currency  Associ- 

ation of  Georgia. 

7.  The  National  Currency  Associ- 

ation of  the  City  of  Chicago. 


Territory  Included 
Washington,  D.  C. 

Boroughs  of  Manhattan,  the 
Bronx,  Queens,  Brook- 
lyn and  Richmond,  of 
the  City  of  New  York 
and  Long  Island. 

County  of  Philactelphia. 


State  of  Louisiana. 


Number  Capital 
of  Banks 

II     $  5,202,000 


City  of  Boston, 
State  of  Georgia. 
City  of  Chicago. 


26 


10 


20 


II 


Surplus 
$  3*942,000 


110,050,000      1 17,425,000 


28        20,825,000  33^075^000 


6,100,000 


6,106,000 


41,250,000 


00 


3,340,000 


1 5        1 8,450,000        1 5,650,000 


4,467,000 


22,350,000 


• 


1% 


Name 

8.    The  National  Currency  Associ- 
ation of  St.  Louis. 


9.    The  National  Current  Associ- 
ation of  the  Twin  Cities,  St. 

Paul,  Minn. 


10.    The  National  Currency  Associ- 
ation of  the  City  of  Detroit. 


Territory  Included  ....  Number 

of  Bank 


Capital  Surplus 

19,660,000  I2,i45»oco 

10,650,000  9,025,000 

6,725,000  2,945.000 


City  of  St.  Louis,  Mo.,  St.  il 
Louis  County,  Mo.,  City 
of   East   St.   Louis,  111., 
Granite  City  and  Madi- 
son, 111. 

Cities  of  St.  Paul  and  Min-  1 4 
ncapolis,  and  territory 
contiguous  thereto  in  the 
State  of  Minnesota  and 
the  western  half  of  the 
State  of  Wisconsin. 

Counties  of  Wayne,  Wash-  16 
tenaw,  Jackson,  Ingham, 
Livingston,  Oakland, 
Macomb,  St.  Clair,  La- 
peer, Genesee,  Shiawas- 
see, Saginaw,  Bay,  Tus- 
cola, Sanilac,  Huron, 
State  of  Michigan. 
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'Bank  Examiners'  and  Directors'  Joint  Examinations. 
About  a  year  ago  the  Comptroller  of  the  Currency 
issued  instructions  to  his  examiners  to  include  in  their 
reports  of  examinations  a  certificate  of  solvency.  If  for  any 
reason  this  certificate  could  not  be  given  unquaUfiedly, 
examiners  were  directed  to  convene  the  board  of  directors 
with  a  view  to  securing  prompt  correction  of  all  unsatis- 
factory conditions  disclosed  by  the  examination.    At  that 
time  there  was  a  large  number  of  banks  throughout  the 
country  in  which  the  majority  of  directors  were  not  local 
men,  and  when  the  examiner  asked  for  a  board  meeting  the 
directors  could  not  be  convened  readily  because  they  did  not 
live  in  the  town  in  which  the  bank  was  located.  The  Comp- 
troller appealed  to  these  banks  to  reorganize  their  boards 
so  that  a  majority  of  the  members  could  be  convened  with- 
out delay,  and  practically  every  one  of  the  banks  has  acted 
favorably  upon  the  suggestion.    Comptroller  Murray  has 
met  with  such  encouragement  in  working  out  his  plan  to 
bring  about  the  desired  cooperation  between  directors  and 
examiners  that  he  now  proposes  to  take  another  step  along 
this  line  in  a  final  effort  to  make  bank  examinations  as 
effective  as  they  can  be  made  under  the  present  law.  The 
Comptroller  has  accordingly  announced  that  hereafter  the 
board  of  directors  in  all  country  banks  is  to  be  convened 
by  the  examiner  and  the  examination  of  the  bank's  assets  is 
to  be  made  in  their  presence  and  with  their  help  and  coopera- 
tion.   If  an  examiner  finds  any  matters  for  criticism,  it  is 
desired  that  the  dijrectors  should  know  of  it  immediately 
and  enter  into  an  agreement  with  the  Comptroller,  through 
the  examiner,  for  the  prompt  correction  of  such  conditions. 
The  experience  of  the  Comptroller's  office  has  been  that  this 
can  be  done  satisfactorily  only  by  having  the  board  of 
directors  meet  with  the  examiner. 

Another  important  reason  for  convening  the  board  of 
directors  of  country  banks  at  each  examination  is  to  improve 
the  standard  of  the  examinations  which  are  made  by  the 
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examining  committee  of  the  directors.  Many  banks  have 
boards  of  directors  who  are  not  sufi&ciently  well  informed 
in  the  methods  to  be  pursued  in  making  such  examinations, 
and  the  Comptroller  has  instructed  his  examiners  to  go  over 
with  them  the  plan  of  examination  which  he  outlined  a  short 
time  ago,  for  the  purpose  of  explaining  to  the  board  just 
how  this  examination  should  be  made  and  what  points 
should  be  especially  covered  and  reported  to  the  Comp- 


The  concentration  of  the  funds  of  banks  in  concerns 
controlled  by  the  bank's  officers  and  directors  is  anotiier 
matter  that  the  Comptroller  has  directed  his  examiners  to 
carefully  inquire  into  hereafter.  The  Comptroller  will 
insist  that  the  books  of  all  corporations,  firms  or  concerns 
in  which  the  officers  and  directors  of  banks  are  interested, 
and  which  are  extensive  borrowers  from  the  bank,  be  open 
to  the  examiner  so  that  he  may  obtain  such  information  as 
will  enable  him  to  determine  whether  or  not  they  are  worthy 
of  the  credit  extended.  In  the  past  the  examiner  has  been 
obhged  to  rely  upon  the  mere  statem^ts  of  the  officers  that 
the  loans  were  good  and  that  the  concerns  were  in  good 
financial  standing;  but  if  the  officers  and  directors  unduly 
c<»icentrate  the  funds  of  a  bank  in  their  own  enterprises,  the 
Comptroller  feels  that  in  as  much  as  he  is  charged  with  the 
duty  of  protecting  the  depositors,  he  is  entitled  to  know  at 
first  hand  whether  the  concerns  in  which  the  funds  of  the 
bank  are  invested  are  paying  or  losing  ventures. 


